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COST ACCOUNTING STANDARDS BOARD
Final rules have been issued to define "cost accounting practice" and "change to 
either a disclosed cost accounting practice or an established cost accounting 
practice" (see 3/10/78 Fed. Reg., pp. 9775-81). These rules also revise 
sections of the contract clause dealing with changes in cost accounting practice, 
by providing for equitable adjustments to the contracts under which the parties 
agree to a change. Additional changes to various CASB rules and regulations 
are also included. These rules became effective as of 3/10/78.
Proposed rules on the allocation of various indirect costs were published in the 
3/16/78 Fed. Reg., pp. 11118-27. Included in the proposed rules are five 
standards that would apply to negotiated national defense contracts. The 
standards provide guidance on distinguishing between direct and indirect costs, 
allocation of service center costs, allocation of material-related overhead 
costs, allocations of manufacturing, engineering and comparable overhead costs, 
and allocation of indirect costs. Comments are requested by 7/17/78. For 
additional information contact Arthur Schoenhaut at 202/275-6111.
A proposed rule that would exempt most educational institutions which receive
negotiated national defense contracts and which are subject to cost principles 
of FMC 73-8 appeared in the 3/15/78 Fed. Reg., pp. 10699-10700. Comments on 
the proposal are requested by 5/12/78. Additional information is available 
by contacting Nelson H. Shapiro at 202/275-5530.
DEFENSE, DEPARTMENT OF
The Armed Services Procurement Regulation Committee is considering the publication 
of a proposal for government versus industry contract support which incorporates 
the use of "firm cost" concept. This concept would be used in determining 
whether the DOD should use industry contract support or maintain in-house ser­
vices for various requirements. In comparing contractor cost proposals and the 
written government estimate, the proposed language requires that the ceiling 
price be considered the contractor’s quoted price. Comments are sought on the 
reasonableness of this approach considering the equity for industry in the 
comparison of the quoted price with the government in-house estimate. Comments 
are due by 4/24/78. For more information about the ASPR proposal call 202/695- 
0192.
ENERGY, DEPARTMENT OF
The 1977 Annual Report to Congress of the Energy i n formation Administration has
been submitted. The report covers the establishment of this new agency in
September, 1977 under the now-defunct Federal Energy Administration, through 
the changeover to the DOE to the present. It describes the Administration’s 
efforts to develop and publish objective energy information to be used by Con­
gress, the executive branch, and the public as the basis for decisionmaking in 
the energy field. The report will be available to the public in approximately 
two weeks by calling 202/566-9255.
FEDERAL RESERVE BOARD
The FRB, FDIC, and CoC have announced proposed rules for bank disclosures to
stockholders to conform with the rules adopted by the SEC (see the 3/13/78 Fed.
Reg., pp, 10371-410). The rules cover such items as confidential treatment, 
proxy information, shareholder proposals, and accounting revisions.
-2-
FEDERAL TRADE COMMISSION
A questionnaire to be used in the FTC's investigation of the accounting profession
has been sent to the General Accounting Office for clearance. The question­
naire will be sent at random to 600 public accounting firms throughout the 
United States. Information will be sought on such items as advertising 
restrictions, bans on solicitation, competitive bidding, incompatible occupa­
tions, management advisory services, business structure, association membership, 
firm structure, client potential and other problems concerning competition.
It is estimated that the questionnaire will take two hours to complete and the 
FTC hopes to receive all responses by 6/15/78. The proposed questionnaire would 
be an investigational tool which is part of a nonpublic investigation and the 
information received would be confidential and exempt from availability for 
public inspection. Written comments on the proposed questionnaire are invited 
from all interested persons and must be received by 4/3/78. Comments should be 
addressed to John Lovelady, Assistant Director, Regulatory Reports Review,
General Accounting Office, Room 5106, 441 G Street, NW, Washington, D.C. 20548. 
For additional information call 202/275-3532.
GENERAL ACCOUNTING OFFICE
Sen. Howard Metzenbaum (D-Ohio) and Rep. John Moss (D-Calif) have requested the
GAO to perform a study of state insurance regulation. The GAO has agreed to 
survey state commissioners to determine how the state regulators are handling 
their responsibilities. The insurance industry was exempted from federal regu­
lation by the 1945 passage of the McCarran-Ferguson Act, but Metzenbaum and 
Moss have expressed concern that the states' regulatory efforts have not been 
adequate to control abuses and end discrimination against some consumers. Rep. 
Moss is planning hearings in July before the House Commerce Subcommittee on 
Oversight and Investigations, of which he is chairman, on the GAO's initial 
findings and the issue of price disclosure. Sen. Metzenbaum, chairman of the 
Senate Judiciary Subcommittee on Citizens and Shareholders Rights and Remedies, 
will also hold hearings on these issues.
HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF
Final rules on state health planning and development agencies and grants to these 
agencies have been issued by the Public Health Service (see the 3/10/78 Fed.
Reg., pp. 10100-128). The rules include provisions calling for separate account­
ing records for grant funds from federal and non-federal sources.
LABOR, DEPARTMENT OF
A proposed regulation redefining the circumstances in which a severance pay plan 
is not deemed a pension plan under ERISA was published in the 3/14/78 Fed. Reg., 
p. 10579. The proposed regulation would permit a plan to make greater payments 
over a longer period of time without being deemed a pension plan than the 
existing regulation. If adopted, the regulation would be retroactively effective 
to 1/1/75. Comments are due by 5/15/78. For further information contact Robert 
Doyle at 202/523-8685.
OFFICE OF MANAGEMENT AND BUDGET
Look for a revised Circular A-73 concerning Audits of Federal Operations and
Programs in this week's Fed. Reg. The revision was approved 3/15/78 and it
implements the President's memorandum of 9/9/77 to the heads of executive
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departments and agencies on coordination of audits of grants to State and local 
governments. The provisions affect all federal agencies and include all internal 
and external functions of such agencies.
"Cost Principals for Educational Programs", an OMB Circular containing proposed 
principals for determining costs applicable to grants, contracts and other 
agreements with educational institutions, was published in the 3/10/78 Fed. Reg., 
pp. 9896-9907. Comments on this circular are requested before 5/1/78. Further 
information is available by calling 202/395-4773.
PAPERWORK COMMISSION
"Public Works" is the title of the latest release in the series of interim reports 
from the Commission. This report is the result of a study analyzing the local 
public works program. The Commission found that the program delivers federal 
assistance to state and local governments with minimum cost, delays and paper­
work. Copies of the report are available from the GPO for $2.30 each (S/N 052- 
003-00452-6).
PENSION BENEFIT GUARANTY CORPORATION
An amendment to the interim regulation on valuation of plan benefits prescribing 
the rates and factors to be used for valuing benefits under ERISA for plans 
that terminated on or after 6/1/77, but before 12/1/77, appeared in the 3/14/78 
Fed. Reg., pp. 10559-60. The amendment became effective upon publication.
For further information contact William E. Seals at 202/254-4895.
A proposed rule prescribing the rates and factors to be used for valuing 
benefits for plans that terminated on or after 12/1/77, but before 3/1/78, 
was published in the same issue of the Fed. Reg., p. 10580. Comments on 
this proposal are due by 4/13/78.
RENEGOTIATION BOARD
Questions as to the Boards attempt to modify its rules have been registered.
In response to a proposed rule-making concerning analysis of renegotiable
government contracts by business segments to determine whether excess profits 
have been made (see 1/16/78 Fed. Reg., p. 2187), the Financial Executives 
Institute and other affected organizations have questioned how the Board can 
proceed to issue rules without statutory authority. The proposed rules in 
this case, generally follow Board policies set out in administrative letter 
No. 75-15, but they do contain some changes and formalize the policy. Congress 
has not approved enabling legislation extending the Board’s authority, and 
therein arises the complaint that the Board is promulgating rules without 
statutory authority.
The Board’s position is that Congress’ decision not to approve new legis­
lation affecting the Board’s operation only meant that those companies 
required to file reports with the Board would not, after September 30, 1976 
be required to do so. The Board itself remains inexistence —  it is not a 
temporary agency —  and its authority, the Board claims, to issue regulations 
concerning the reporting requirements is not affected by the decision of 
Congress not to approve the extension legislation.
In the case at hand, after considering the views and comments offered in 
response to the proposed rule change, the Board feels it can promulgate a
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final rules change which will affect such filings required up to and including 
those due on 9/30/76.
SECURITIES AND EXCHANGE COMMISSION
An extension of time for comments on Pel, 33-5878 (10/26/77) concerning replace­
ment cost disclosures in the case of mineral resource assets for oil and gas 
producing activities has been announced. Because of the relationship between 
this matter and the SEC proceeding involving FAS No. 19 (proposed standard 
on oil and gas accounting) the Commission determined that it would be 
advisable to accept comment on both issues through 5/19/78. It should also 
be noted that, as part of this extension announcement, the Commission made 
certain revisions in the disclosure proposal relating to the presentation of 
the present value data.
The hearings on the oil and gas accounting standard issue commence 3/29 
and the SEC will issue a list of witnesses scheduled to be heard in Washington 
and Houston.
An internal memorandum outlining the SEC General Counsel’s position that the 
Commission does have sufficient existing authority to require the establish­
ment of independent audit committees in the case of registrants has been made 
public. This memorandum has been filed with the House Subcommittee on Over­
sight and Investigations in connection with the recent hearings involving 
the accounting profession. According to the memorandum, the auditor’s 
independence rationale becomes the springboard for the Commission to proceed 
in a rule-making procedure to require that audit committees be established.
TREASURY, DEPARTMENT OF
New penalties for partnerships that fail to file r e t u r n s  were discussed a t  the 
IRS Commissioner’s Advisory Group meeting on 3/14 and 3/15/78. The IRS wants 
civil penalties of $50 per month and up to $250 per partner imposed for 
failure to file returns. The Service also favors an extension of one year to 
the present three year statute of limitations for auditing a general partner. 
IRS Commissioner Kurtz told the group the IRS wants to treat the partnership 
as an "audit entity” with a single general partner representing the partner­
ship. Other affected partners could intervene in the proceeding.
In another matter, the Commissioner suggested that private letter rulings 
contain a disclaimer that they cannot be relied on as precedent in tax cases. 
He pointed out that many private rulings are reversed when the Service issues 
revenue rulings on the same subject.
The House Ways and Means Oversight Subcommittee will conduct a hearing on 3/21/78 
on simplification in connection with the President’s tax reform proposals.
IRS Commissioner Kurtz and Acting Assistant Treasury Secretary for Tax Policy 
Donald Lubick are among those scheduled to testify.
Arthur J. Dixon, Chairman of the AICPA Federal Taxation Division, testified 
before the Senate Finance Subcommittee on Taxation and Debt Management on 
3/17/78 on H.R. 7320, which would revise miscellaneous timing requirements 
of the revenue laws. The bill, which has already passed the House, was 
developed through the efforts of the AICPA and the ABA. It contains seven 
timing provisions as well as providing a basis adjustment for property dis­
tributions received by a corporation where gain is recognized by the 
distributing corporation.
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A proposed amendment to the Bank Secrecy Act regulation that w ould make it more 
difficult to conceal certain financial transactions by persons engaged in 
illegal activities has been issued by the Treasury Department. The proposed 
amendment appears in the 3/16/78 Fed. Beg., p. 10940. It wuld require banks 
and other financial institutions to maintain records of every certificate of 
deposit and capital note sold or redeemed on or after 5/15/78. The records 
must include the names, address and taxpayer identification number of a 
customer. Comments on the proposed rules are due by 4/17/78. For more informa 
tion, contact Robert J. Starkey at 202/566-5630.
Why tax returns are selected for an audit and what to do if you don’t agree with 
a decision by the Internal Revenue Service are discussed in Publication 556, 
"Audit of Returns, Appeal Rights and Claims for Refund". The IRS publication 
discusses the audit process, appeal procedures, and how to claim a 
refund. Publication 556 is available from the GPO (S/N 048-004-01457-2).
A public hearing will be held on 5/4/78 on a proposed regulation that wuld 
change the tax treatment of deferred income under certain retirement plans. 
IMer the proposed regulation, which appeared in the 2/3/78 Fed. Reg., pp. 
4638-39, a taxpayer who requests that compensation be deferred w ould be taxed 
in the year that there otherwise would have been payment. The proposal has 
generated many comments and requests for a hearing. The hearing will be held 
at the IRS Building in Washington on 10 a.m.
Proposed rules that clarify the definition of a gain from a sale of property 
which is not a capital asset appeared in the 3/15/78 Fed. Rego  pp. 10704-05. 
Comments and a request for a hearing are due by 5/1/78.
For additional information contact: 
Steve Woolf or Susan Better 
202/872-8190
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